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U.S. Health Care Spending: 

Comparison with Other OECD Countries 

Summary 

The United States spends more money on health care than any other country in 
the Organization for Economic Cooperation and Development (OECD). The OECD 
consists of 30 democracies, most of which are considered the most economically 
advanced countries in the world. According to OECD data, the United States spent 
$6, 102 per capita on health care in 2004 — more than double the OECD average and 
19.9% more than Luxembourg, the second-highest spending country. In 2004, 15.3% 
of the U.S. economy was devoted to health care, compared with 8.9% in the average 
OECD country and 11.6% in second-placed Switzerland. 

Why does the United States spend this amount on health care? Economists 
break health care spending into two parts: price and quantity (which includes the 
number of visits to health care providers and the intensity of those visits). In terms 
of quantity, OECD data indicate that the United States has far fewer doctor visits per 
person compared with the OECD average; for hospitalizations, the United States 
ranks well below the OECD and is roughly comparable in terms of length of hospital 
stays. The intensity of service delivery is a different story: the United States uses 
more of the newest medical technologies and performs several invasive procedures 
(such as coronary bypasses and angioplasties) more frequently than the average 
OECD country. In terms of price, the OECD has stated that “there is no doubt that 
U.S. prices for medical care commodities and services are significantly higher than 
in other countries and serve as a key determinant of higher overall spending.” 

What does the United States get for the money it spends? Said slightly 
differently, does the United States get corresponding value from the money it spends 
on health care? The available data often do not provide clear answers. For example, 
among OECD countries in 2004, the United States had shorter-than-average life 
expectancy and higher-than-average mortality rates. Does this mean that the U.S. 
system is inefficient in light of how much is spent on health care? Or does this 
reflect the greater prevalence of certain diseases in the United States (the United 
States has the highest incidence of cancer and AIDS in the OECD) and less healthy 
lifestyles (the United States has the highest obesity rates in the OECD)? These are 
some of the issues that confound international comparisons. 

However, research comparing the quality of care has not found the United States 
to be superior overall. Nor does the U.S. population have substantially better access 
to health care resources, even putting aside the issue of the uninsured. Although the 
United States does not have long wait times for non-emergency surgeries, unlike 
some OECD countries, Americans found it more difficult to make same-day doctor’ s 
appointments when sick and had the most difficulty getting care on nights and 
weekends. They were also most likely to delay or forgo treatment because of cost. 

The OECD data and other research provide some insight as to why health care 
spending is higher in the United States than in other countries, although many 
difficult research issues remain. This report presents some of the available data and 
research and concludes with a summary of study findings. 
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U.S. Health Care Spending: 
Comparison with Other OECD Countries 

How Much Does the United States Spend on 

Health Care? 

In 2004, health care spending in the United States averaged $6,102 per person, 
according to data from the Organization for Economic Cooperation and Development 
(OECD). The OECD consists of 30 democracies (listed in Table 1), most of which 
are considered to be the most economically advanced countries in the world. 1 

As shown in Figure 1 and Table 1, U.S. per capita health care spending was 
well over double the average of OECD countries, which was $2,560 in 2004. Health 
care made up 15.3% of the U.S. economy in 2004, as measured by Gross Domestic 
Product (GDP) — up from 5.1% of GDP in 1960. No other OECD country devotes 
as much of its economy to health care, also shown in Table 1. 

Figure 2 shows the relationship between health care spending and GDP. The 
trendline in the figure suggests, based on a simple bivariate comparison, that 90% of 
the variation in health care spending across the 30 OECD countries may be 
attributable to GDP per capita. The two outliers are Luxembourg and the United 
States. Luxembourg appears below the trendline because of its high GDP per capita, 
which is inflated by its international financial services. 2 The United States appears 
above the trendline because of its high health care spending; specifically, U.S. health 
care spending per capita is 60% higher than might be expected, based on GDP. U.S. 
health care spending is high, even when taking into account how rich the country is. 

The next section of this report examines the volume, intensity, and price of U.S. 
health care and assesses the potential impact of each on U.S. spending. The 
following section discusses some structural causes affecting health care spending, 
such as the underlying health of countries’ populations, which may be partially linked 
to demographics. Although such structural factors can affect health care spending 
substantially, quantifying that impact for international comparisons is difficult. 



1 The OECD Health Data 2006, from October 2006, provides much of the data for this 
report. Most of the data in this report are from 2004, the most recent year in which most 
countries provided data. For more information about the OECD, see CRS Report RS21 128, 
The Organization for Economic Cooperation and Development , by James K. Jackson. 
Unless otherwise noted, the United States is included when calculating OECD averages. 

2 Uwe Reinhardt et al., “U.S. Health Care Spending in an International Context,” Health 
Affairs, vol., 23, no. 3, May/June 2004, p. 24, available at [http://content.healthaffairs.org/ 
cgi/reprint/23/3/10.pdf] . 
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Finally, this report looks into the questions of what the United States gets for its 
health care spending and whether it spends “too much.” 

Table 1. Health Care Spending in OECD Countries, 2004 



Country 


Health care 
spending per 
capita 


Health care spending 
per capita, as a 
percentage of U.S. 
amount 


Health care 
spending as a 
percentage of GDP 


GDP per 
capita 


Percentage of 
health care 
publicly financed 


United States 


$6,102 


100.0% 


15.3% 


$39,772 


44.7% 


Luxembourg 


$5,089 


83.4% 


8.0% 


$63,453 


90.4% 


Switzerland 


$4,077 


66.8% 


11.6% 


$35,149 


58.4% 


Norway 


$3,966 


65.0% 


9.7% 


$40,715 


83.5% 


Iceland 


$3,331 


54.6% 


10.2% 


$32,527 


83.4% 


Canada 


$3,165 


51.9% 


9.9% 


$31,828 


69.8% 


France 


$3,159 


51.8% 


10.5% 


$29,945 


78.4% 


Austria 


$3,124 


51.2% 


9.6% 


$32,519 


70.7% 


Australia 


$3,120 


51.1% 


9.6% 


$32,573 


67.5% 


Belgium 


$3,044 


49.9% 


10.1% 


$31,381 


71.1% 


Germany 


$3,043 


49.9% 


10.6% 


$28,816 


76.9% 


Netherlands 


$3,041 


49.8% 


9.2% 


$32,978 


62.3% 


Denmark 


$2,881 


47.2% 


8.9% 


$32,304 


82.9% 


Sweden 


$2,825 


46.3% 


9.1% 


$31,139 


84.9% 


Ireland 


$2,596 


42.5% 


7.1% 


$36,479 


79.5% 


United Kingdom 


$2,508 


41.1% 


8.1% 


$30,822 


86.3% 


Italy 


$2,467 


40.4% 


8.7% 


$28,352 


75.1% 


Japan 


$2,249 


36.9% 


8.0% 


$29,567 


81.5% 


Finland 


$2,235 


36.6% 


7.5% 


$29,778 


76.6% 


Greece 


$2,162 


35.4% 


10.0% 


$21,586 


52.8% 


Spain 


$2,094 


34.3% 


8.1% 


$25,875 


70.9% 


New Zealand 


$2,083 


34.1% 


8.4% 


$24,744 


77.4% 


Portugal 


$1,824 


29.9% 


10.1% 


$18,125 


73.2% 


Czech Republic 


$1,361 


22.3% 


7.3% 


$18,634 


89.2% 


Hungary 


$1,276 


20.9% 


8.0% 


$15,948 


71.9% 


Korea 


$1,149 


18.8% 


5.6% 


$20,668 


51.4% 


Poland 


$805 


13.2% 


6.5% 


$12,409 


68.6% 


Slovak Republic 


$777 


12.7% 


5.9% 


$14,060 


88.3% 


Mexico 


$662 


10.8% 


6.5% 


$10,242 


46.4% 


Turkey 


$580 


9.5% 


7.7% 


$7,562 


72.1% 


AVERAGE 


$2,560 


42.0% 


8.9% 


$27,998 


72.9% 


excluding U.S. 


$2,438 


39.9% 


8.6% 


$27,592 


73.8% 


Median 


$2,552 


41.8% 


8.8% 


$29,862 


74.2% 



Source: OECD Health Data 2006 (October 2006), with Congressional Research Service calculations. 
Notes: GDP is Gross Domestic Product. Dollars are adjusted using U.S. dollar purchasing power 
parities, which convert currency from different countries into a common U.S. currency and equalize 
the purchasing power of different currencies. Health care spending per capita and spending as a 
percentage of GDP are based on estimates or prior-year spending for 15 countries (Belgium, Canada, 
Czech Republic, Denmark, France, Greece, Iceland, Japan, Luxembourg, Netherlands, Portugal, 
Slovak Republic, Spain, Sweden, and Switzerland). Data on the percentage of health care publicly 
financed in Denmark is from 2002. More information on the sources and methodology of country- 
specific health expenditure and finance data is available online at [http://www.irdes.fr/ecosante/OCDE/ 
500.html], 
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Figure 1. Health Care Spending per Capita, 2004 
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Source: OECD Health Data 2006 (October 2006). 

Notes: Average per capita spending does not exactly match the amount in Table 1 due to the use of 
data from different years for a few countries and other methodological issues. Dollars are adjusted 
using U.S. dollar purchasing power parities. Health care spending is based on estimates or on a 
previous year’s spending for 15 countries: for Canada, the Czech Republic, France, Greece, Iceland, 
Luxembourg, the Netherlands, Portugal, Spain, Sweden, and Switzerland, the numbers are 2004 
estimates; for Belgium, Japan, and the Slovak Republic, the numbers are from 2003; and for Denmark, 
the numbers are from 2002. More information on the sources and methodology of country-specific 
health expenditure and finance data is available online [http://www.irdes.fr/ecosante/OCDE/500.html] . 
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Figure 2. Health Care Spending per Capita and GDP per Capita, 2004 




GDP per capita 



Source: Congressional Research Service (CRS) analysis of OECD Health Data 2006 (October 2006). 

Notes: Health care spending is based on estimates or on prior-year spending for Belgium, Canada, 
Czech Republic, Denmark, France, Greece, Iceland, Japan, Luxembourg, Netherlands, Portugal, 
Slovak Republic, Spain, Sweden and Switzerland). More information on the sources of country- 
specific expenditure and finance data is available online 
[http://www.irdes.fr/ecosante/OCDE/500.html]. GDP is Gross Domestic Product. The R-squared for 
this trendline is 0.90. 

Why Does the United States Spend So Much on 

Health Care? 

The standard economic approach to analyzing health care spending is to break 
it into two parts — price and quantity — because spending is calculated by 
multiplying the volume of units purchased by the unit price. However, health care 
spending is more complicated because for a particular “unit” (e.g., a hospital 
admission or a doctor visit ), total spending will vary by the intensity of care. For 
example, two hospitals may charge the same price for particular services. Following 
a heart attack, when individuals are admitted to the hospitals, total spending is going 
to vary according to the intensity of care — whether patients undergo expensive 
surgeries or are simply given certain medications and monitored. To understand U.S . 
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health care spending in an international context, this section examines the volume (or 
utilization) of certain types of health care, the intensity of care, and the price of care. 

Volume: Do Americans Use Health Care More Often? 

When comparing U.S. utilization of hospital care with other OECD countries, 
the United States is well below the average. As shown in Figure 3, the United States 
experienced 121 hospital discharges per 1,000 people in 2004, compared with the 
OECD average of 161. One possible explanation for the low U.S. utilization of 
hospital care is that services that are available in outpatient settings in the United 
States are available only in inpatient hospital settings in some European countries. 

Diseases of the circulatory system were the largest single cause of 
hospitalizations in the OECD, accounting for 13% of all discharges. The United 
States had the highest proportion of hospital discharges because of diseases of the 
circulatory system (17%). Although the U.S. proportion was the highest in the 
OECD, the U.S . number of hospitalizations for circulatory-system diseases per 1 ,000 
people in the population (21 per 1,000 people) was the same as the OECD average 
(as shown in the right-hand portion of Figure 3). This is because of the low U.S. 
hospitalization utilization generally. 

In 2004, physician services made up 22% of U.S. health care spending, second 
only to hospital care. When comparing per capita doctor visits in 27 OECD 
countries, the United States is the seventh lowest consumer of doctor visits, as shown 
in Figure 4. 3 Among the four countries with the highest overall spending after the 
United States — Luxembourg, Switzerland, Norway and Iceland — their average 
number of doctor visits was also below the OECD average. Countries with higher 
rates of doctor visits tended to have lower overall health spending. The number of 
doctor visits per capita may be influenced by whether patients are required to get a 
referral in order to see a specialist; in the United States, such “gatekeeping,” has 
subsided in recent years, whereas some European countries rely on this practice a 
great deal. 

The next-largest component of health care spending in the United States in 2004 
was prescription drugs. According to the OECD data, the United States spent 
roughly twice as much on prescription drugs ($752 per person) as the average OECD 
country in 2004 (Figure 18). But because overall health spending per capita is even 
higher than in the average OECD country, prescription drugs ended up comprising 
a smaller portion of total U.S. health spending (12.3%) compared with the OECD 
average (17.8%) (Figure 19). 



3 The OECD defines per capita doctor visits as ambulatory contacts with physicians (both 
generalists and specialists) divided by the entire population. The number of contacts 
normally includes visits of patients at the physician’s office, in primary care clinics and in 
outpatient departments of hospitals, and visits made to the patient’s home. 
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Figure 3. Hospital Utilization, for All Causes and for Circulatory Conditions, 2004 
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Source: OECD Health Data 2006 (October 2006). 

Notes: Sorted by hospital utilization for all causes. Circulatory conditions include acute myocardial infarction (heart attack), angina pectoris, 
hypertensive diseases, and cerebrovascular diseases affecting blood flow to the brain. Data are from a previous year for 1 1 countries: for Belgium, 
Canada, Denmark, Germany, Italy, Mexico, Spain, and the United States, the data are from 2003; for Japan and Korea, the data are from 2002; and 
for Greece, the data are from 2000. 
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Figure 4. Doctor Visits per Capita, 2004 
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Source: OECD Health Data 2006 (October 2006). 

Notes: The OECD defines doctor visits per capita as ambulatory contacts with physicians (both 
generalists and specialists) divided by the entire population. The number of contacts normally includes 
visits by patients to physicians’ offices, primary care clinics, outpatient departments of hospitals, and 
visits made by a physician to a patient’s home. Numbers are from a previous year for 12 countries: 
for Japan, Spain, France, Canada, the United States, and New Zealand, the data are from 2003; for 
Korea and Switzerland, the data are from 2002; for Iceland and Sweden, the data are from 2001 ; and 
for Germany and Italy, the data are from 2000. Recent data are only available for 27 of the 30 OECD 
countries. Greece, Ireland and Norway are not included. 





